UNITED STATESDISTRICT COURT
EASTERN DISTRICT OF MISSOURI
EASTERN DIVISION

FURMINATOR, INC.,
Maintiff,
No. 4:06-CV-23 CAS

V.

ONTEL PRODUCTS CORP., et dl.,

N N N N N N N N N

Defendants.

MEMORANDUM AND ORDER

Thispatent and trademark infringement matter isbeforethe Court on several motions: plaintiff
Furminator, Inc.’smotionto voluntarily dismissits claimswithout prejudice and to dismissremaining
defendants Munchkin, Inc. and Bamboo’s (collectively referred to as “defendants’ or “Munchkin™)
declaratory judgment counterclaims; defendants motionfor summary judgment ontheir counterclaim
for invalidity of the claimsof U.S. Patent No. 6,782,846 B1; and defendants’ motion for leaveto file
amended counterclaims. Defendants have also filed motions for oral argument on their pending
motions. The Court requested further briefing from the parties on the effect of acase decided by the
Federal Circuit Court of Appealsafter initial briefing was concluded, and directed plaintiff to specify
whether it was seeking dismissal of this action with or without prejudice.* The supplemental briefing
has been filed and this matter is now ready for decision.

For thefollowing reasons, the Court will (1) grant plaintiff’s motion to voluntarily dismissall

clamsand to dismissdefendants declaratory judgment counterclaims, (2) deny as moot defendants

'Maintiff’s motion to voluntarily dismiss stated that it was seeking to dismissits claims with
prejudice, but its reply memorandum referred to dismissal without prejudice. The Court therefore
requested clarification. In the supplemental memoranda, both sides have offered their positions as
to whether the dismissal should be with or without prejudice.



motion for summary judgment of invalidity; (3) deny defendants motion for leave to file amended
counterclaims; and (4) deny defendants motions for oral argument.
Background.

The patent at issue in this case, No. 6,782,846 B1 (the ‘846 patent”), claims methods for
removing loose hair from apet using agrooming tool. Plaintiff filed suit on January 5, 2006, claiming
that defendantswereinfringing the patent, infringing plaintiff’ srightsin the trademark “ deshedding,”
and engaging in unfair competition.? On January 24, 2006, plaintiff filed a motion for preliminary
injunction which sought to enjoin defendants alleged infringement of the ‘846 patent and the
“deshedding” trademark.

The Court granted plaintiff’s request for expedited discovery and an early hearing on the
motion for preliminary injunction, and set the preliminary injunction hearing for February 14, 2006.
The parties engaged in significant pre-hearing discovery. Following the hearing, the Court issued
Findings of Fact and Conclusions of Law which construed the claims of the ‘846 patent. The Court
concluded, inter alia, that plaintiff had not shown it waslikely to prove Munchkin had infringed any
clamof itspatent at trial, and had not shown that it had avalid and protectible trademark inthe term
“deshedding,” which was generic. (See Findings of Fact and Conclusions of Law at 32-33, 39-42,
Doc. 117, redacted version). The Court denied plaintiff’ s motion for a preliminary injunction in all
respects.

On February 27, 2006, after the claim construction hearing, Munchkin filed its answer and

counterclaims. Munchkin’ scounterclaimsinclude countsseeking declaratory judgment for trademark

Plaintiff also sued two other defendants, Ontel Products Corp and Linens ‘N Things, Inc.
On June 28, 2007, plaintiff filed a stipulation for dismissal of its claims against these two defendants,
which the Court granted on June 29, 2007. (See Doc. 156.)
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noninfringement, patent noninfringement, patent invalidity, and inequitable conduct and fraud onthe
U.S. Patent and Trademark Office. Munchkinalsofiled five non-declaratory judgment counterclaims.

Plaintiff appealed the preliminary injunction ruling to the United States Court of Appealsfor
the Federal Circuit on April 12, 2006. Plaintiff moved to stay the case pending appeal, with the
consent of the parties, and the Court granted the motion to stay. (See Doc. 118). The Federdl
Circuit affirmed the denial of preliminary injunctive relief on January 16, 2007, and its mandate was
filed with this Court on February 15, 2007. On February 21, 2007, the Court lifted the stay, ordered
plaintiff to file its answer to the defendants counterclaim within ten days, and stated that the case
would be set for Rule 16 initial scheduling conference by separate order. (See Doc. 131).

On March 1, 2007, Munchkin filed a motion for summary judgment on the grounds that the
claimsof the‘846 patent areinvalid asanticipated by prior art devicesunder 35 U.S.C. 88 102(a) and
(b). (Doc. 132). OnMarch 6, 2007, the Court set the case for Rule 16 conference on April 5, 2007.
(Doc. 138). On March 23, 2007, plaintiff filed its motion to voluntarily dismiss all claims and to
dismiss Munchkin’s declaratory judgment counterclaimswithout prejudice. (Doc. 142). The Court
granted plaintiff’s motion for an extension of time to respond to Munchkin’s summary judgment
motion until after a ruling issued on plaintiff’s motion to dismiss. The Court also vacated the Rule
16 conference setting. (See docket text orders of March 26, 2007, and April 5, 2007).

In the motion to dismiss, plaintiff assertsthat it has given defendants the following covenant
not to sue:

FURminator releasesand unconditionally covenantsnot to sue Munchkin, Inc.

and/or Bamboo for infringement of U.S. Patent No. 6,782,846 (the “Porter Patent”)

based on Munchkin and/or Bamboo’s manufacture, importation, use, sale, and/or

offer for sale, of productson or before March 23, 2007. FURminator unconditionally

covenantsnot to sue Munchkin and/or Bamboo for infringement of the Porter Patent
based on Munchkin’s and/or Bamboo’ s future manufacture, importation, use, sale,



and/or offer for sale, of any and all products being offered for sade on
www.bamboopet.comvall_products/grooming/, theBamboo website, asof March 23,
2007, as reflected in the attached Exhibit A.

FURminator releasesand unconditionally covenantsnot to sueMunchkin, Inc.
and/or Bamboo for trademark infringement of the mark DESHEDDING based on
Munchkinand/or Bamboo’ smanufacture, importation, use, sale, and/or offer for sale,
of products bearing such a mark on or before March 23, 2007. FURminator
unconditionally covenants not to sue Munchkin and/or Bamboo for trademark
infringement of the mark DESHEDDING based on Munchkin's and/or Bamboo’s
future manufacture, importation, use, sale, and/or offer for sale, of any and all
products bearing such a mark being offered for sale on
www.bamboopet.comvall_products/grooming/, theBamboo website, asof March 23,
2007, as reflected in the attached Exhibit A.

Pl.’sMot. Dismiss at 3.2

Plaintiff movesto dismissitsclaimsagainst Munchkin without prejudice under Rule41(a)(2),
Federal Rules of Civil Procedure, on the basisthat it has given Munchkin a release of all claims of
past infringement and a covenant not to sue. Plaintiff also movesto dismiss Munchkin’sdeclaratory
judgment counterclaims, asserting that the release and covenant not to sue divests the Court of
subject matter jurisdiction over the counterclaims. Plaintiff asserts that in order for Munchkin to
maintain adeclaratory judgment counterclaimthere must be an “ actual controversy,” and the release

and covenant not to sue removes any controversy between the parties, citing Intellectual Property

Development, Inc. v. TCI Cablevision of California, Inc., 248 F.3d 1333, 1340-41 (Fed. Cir. 2001),

and Amana Refrigeration, Inc. v. Quadlux, Inc., 172 F.3d 852, 855 (Fed. Cir. 1999) (citing Super

Sack Mfg. Corp. v. Chase Packaging Corp., 57 F.3d 1054 (Fed. Cir. 1995)).

Munchkin opposes plaintiff’ s voluntary dismissal of thisaction, asserting that plaintiff smply

wishes to avoid the “inevitable elimination of its patent” in light of Munchkin’s pending motion for

3Exhibit A to the motion to dismissis a twenty-three page color printout of the contents of
Bamboo’s Internet website as of March 23, 2007.
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summary judgment of invalidity. With respect to the motion to dismiss its declaratory judgment
counterclaims, Munchkin asserts that (1) the covenant not to sue is inadequate because it excludes
at least one product that Munchkin has sold and intends to sell in the future, and (2) the Super Sack
decision and its progeny, on which plaintiff relies, are no longer good law in light of the Supreme

Court’sdecisonin Medimmune v. Genentech, U.S. _, 127 S. Ct. 764 (2007), and the Federd

Circuit’ sdecision in SanDisk Corp. v. STMicroelectronics NV, 480 F.3d 1372 (Fed. Cir. 2007).

L egal Standard.

Federal Circuit law governs questions of patent law, while the law of the regional circuit

applies to procedural questions that are not specific to patent law. See Madey v. Duke University,

307 F.3d 1351, 1358 (Fed. Cir. 2002). District courts have uniformly applied Federal Circuit law in
patent cases when addressing theissue whether a covenant not to sue by the patent holder eliminates

subject matter jurisdiction over declaratory judgment counterclaims. See, e.q., In re Rivastigmine

Patent Litig., No. 05 MD 1661, 2007 WL 1154000, at *2 (S.D.N.Y. Apr. 19, 2007) (citing Merck

& Co. v. Watson Labs,, Inc., No. C.A. 05-658, 2006 WL 1537375, at *3 (D. Del. June 2, 2006));

SVG Lithography Sys., Inc. v. Ultratech Stepper, Inc., 334 F.Supp.2d 21, 26 (D. Mass. 2004);

Synopsys, Inc. v. Ricoh Co., 343 F.Supp.2d 883, 888 (N.D. Cal. 2003); AristaTechs., Inc. v. Arthur

D. Little Enters., Inc., 125 F.Supp.2d 641, 654 (E.D.N.Y. 2000)).




Discussion.

A. Declaratory Judgment Jurisdiction: Medlmmune and Subsequent Federal
Circuit Decisions

The Declaratory Judgment Act provides, “In a case of actua controversy within its
jurisdiction. . . any court of the United States, upon thefiling of an appropriate pleading, may declare
the rights and other legal relations of any interested party seeking such declaration, whether or not
further relief isor could be sought.” 28 U.S.C. § 2201(a). “The phrase ‘ case of actual controversy’
‘referstothetypeof “Cases’ and“ Controversies’ that arejusticiable under Articlelll.” Medlmmune,

127 S. Ct. at 771; AetnaLifelns. Co. v. Haworth, 300 U.S. 227, 240 (1937).” Sony Electronics, Inc.

v. Guardian Media Techs,, Ltd., 497 F.3d 1271, 1283 (Fed. Cir. 2007) (parallel citations omitted).

In Medimmune, the Supreme Court held that a party seeking to base jurisdiction on the
Declaratory Judgment Act bears the burden of proving that the facts alleged, “under all the
circumstances, show that thereisasubstantial controversy, between the parties having adverse legal
interests, of sufficient immediacy and reality to warrant the issuance of a declaratory judgment.”
Medimmune, 127 S. Ct. at 771 (internal punctuation and quoted case omitted).

Following M edlmmune, the Federal Circuit’ smost recent pronouncement on the standard for
determining the existence of a case or controversy sufficient to warrant declaratory relief isin Sony
Electronics. Inthat case, the Federal Circuit noted there is no precise test applicable to every case
seeking such relief; as a result, courts must examine the facts and circumstances of each case to
determine whether thereisasubstantial controversy of “sufficient immediacy and reality” to warrant
relief:

The Supreme Court has not articulated a bright-line rule for distinguishing

those cases that satisfy the actual controversy requirement from those that do not.
Indeed, it has stated that “[t]he difference between an abstract question and a



‘controversy’ contemplated by the Declaratory Judgment Act is necessarily one of
degree, and it would be difficult, if it would be possible, to fashion a precise test for
determining in every case whether thereis such acontroversy.” Md. Cas. Co. v. Pac.
Coa & Qil Co., 312 U.S. 270, 273 (1941). Instead of fashioning a precise test, the
Supreme Court hasrequired only that the dispute be“* definite and concrete, touching
the legal relations of parties having adverse legal interests'; and that it be ‘real and
substantial’ and ‘admi[t] of specific relief through a decree of a conclusive character,
asdistinguished from an opinion advising what the law would be upon a hypothetical
stateof facts.”” Medimmune, 127 S. Ct. at 771 (quoting Aetna, 300 U.S. at 240-41).
“Basically, the question in each case is whether the facts aleged, under all the
circumstances, show that there is a substantial controversy, between parties having
adverse legal interests, of sufficient immediacy and reality to warrant the issuance of
adeclaratory judgment.” Md. Cas., 312 U.S. at 273.

Sony Electronics, 497 F.3d at 1283 (parallel citations omitted).

Prior to Medimmune, Federal Circuit case law required a party seeking declaratory relief to
establish “both (1) an explicit threat or other action by the patentee, which creates a reasonable
apprehension on the part of the declaratory plaintiff that it will face an infringement suit, and (2)
present activity which could constituteinfringement or concrete stepstakenwith theintent to conduct

such activity.” See, e.q., Super Sack, 57 F.3d at 1058 (quoting BP Chems. Ltd. v. Union Carbide

Corp., 4 F.3d 975, 978 (Fed. Cir. 1993)). The Supreme Court’sopinionin Medlmmune rejected the
Federal Circuit’s reasonable apprehension of suit test. SanDisk, 480 F.3d at 1380; see also Teva

Pharm. USA, Inc. v. Novartis Pharm. Corp., 482 F.3d 1330, 1339 (Fed. Cir. 2007).

In SanDisk, the Federal Circuit applied Medlmmune and stated that Article 111 jurisdiction
may be met “where the patentee takes a position that puts the declaratory judgment plaintiff in the
position of either pursuing arguably illegal behavior or abandoning that which he claims aright to
do[.]” 480 F.3d at 1381. The court stated:

[W]here a patentee asserts rights under a patent based on certain identified ongoing

or planned activity of another party, and wherethat party contendsthat it hastheright
to engage in the accused activity without license, an Article |11 case or controversy



will arise and the party need not risk a suit for infringement by engaging in the
identified activity before seeking a declaration of its legal rights.

SanDisk, 480 F.3d at 1381.

The Federal Circuit’s* post-Medlmmune decisions, while not attempting to define the outer
boundariesof declaratory judgment jurisdiction, have made clear that adeclaratory judgment plaintiff
does not need to establish a reasonable apprehension of alawsuit in order to establish that there is

an actual controversy betweenthe parties.” Sony Electronics, 497 F.3d at 1284. “A useful question

to ask in determining whether an actual controversy exists is what, if any, cause of action the
declaratory judgment defendant may have against the declaratory judgment plaintiff.” Benitec

Australia, Ltd, v. Nucleonics, Inc., 495 F.3d 1340, 1344 (Fed. Cir. 2007).

The concepts of “adverse legal rights’ and “legal risk,” used in [prior] cases to
describe the standard for jurisdiction require that there be an underlying legal cause
of action that the declaratory defendant could have brought or threatened to bring, if
not for the fact that the declaratory plaintiff has preempted it. Without an underlying
legal cause of action, any adverse economic interest that the declaratory plaintiff may
have against the declaratory defendant is not alegally cognizableinterest sufficient to
confer declaratory judgment jurisdiction.

Microchip Tech. Inc. v. Chamberlain Group, Inc., 441 F.3d 936, 943 (Fed. Cir. 2006).

“The burdenison the party claiming declaratory judgment jurisdiction to establish that such
jurisdiction existed at the time the claim for declaratory relief was filed and that it has continued
since.” Benitec, 495 F.3d at 1344 (cited casesomitted). “‘If . . . aparty has actually been charged
with infringement of the patent, there is, necessarily, a case or controversy adequate to support

jurisdiction’ at that time.” Id. (quoting Cardinal Chem. Co. v. Morton Int’l, Inc., 508 U.S. 83, 96

(1993)). Once the burden to establish the existence of a case or controversy has been met,
jurisdiction continues in the absence of further information to the contrary. 1d. “The burden of

bringing forth such further information may logically rest with the party challenging jurisdiction, but



the actual burden of proof remainswith the party seeking to invokejurisdiction.” 1d. (internal citation
and cited cases omitted).

Inthis case, plaintiff’ s patent infringement claimswere pending at the time Munchkinfiled its
declaratory judgment counterclaims. Because Munchkin had been charged with infringement of the
‘846 patent, there was necessarily a case or controversy adequate to support declaratory judgment
jurisdiction at that time. See Benitec, 495 F.3d at 1345. The issue is whether Munchkin can meet
its burden to establish that jurisdiction continuesto exist. Seeid. at 1344.

Prior to Medimmune, the Federal Circuit held that subsequent events can divest a district
court of subject matter jurisdiction. 1n Super Sack, it held that an unconditional agreement not to sue
anallegedinfringer asto any claimof the patents-in-suit, based upon products currently manufactured
and sold by the alleged infringer, was sufficient to divest the district court of jurisdiction over the
alleged infringer’s counterclaims for noninfringement, invalidity and unenforceability. See Super
Sack, 57 F.3d at 1059-60. The court concluded that “[t]he residua possibility of a future
infringement suit based on [the alleged infringer’ g] future acts is Simply too speculative a basis for
jurisdiction over [its] counterclaim for declaratory judgments of invalidity.” 1d. at 1060. In Amana
Refrigeration, Amanasued for adeclaration of patent invalidity and noninfringement. The defendant
covenanted not to sue Amana for infringement based on the patent-in-suit, with respect to any
product that had been or wasthen currently advertised, manufactured or sold by Amanaprior to the
date of the covenant. 172 F.3d at 855. The Federal Circuit held that the covenant “divested the
district court of jurisdiction, notwithstanding that at someindefinite point inthe future, Amanamight
develop new products or the PTO might reissuethe patent-in-suit with altered claims.” Benitec, 495

F.3d at 1346.



In Benitec, the Federal Circuit noted that although neither Super Sack nor Amana has been

expressy overruled, both decisions applied the disapproved “reasonable apprehension of immediate
suit” test to determine whether subject matter jurisdiction existed over claims for declaratory
judgment. 1d. The Benitec decision clarifies that under the Medlmmune standard, a covenant not
to sue can still be sufficient to divest a trial court of subject matter jurisdiction over declaratory
judgment claims.

In Benitec, the plaintiff sued for infringement of patentsconcerning RNA interference (RNAI)
technology, and the defendant filed counterclaims seeking declarations of invalidity and
unenforceability. 495 F.3d at 1342. The plaintiff subsequently sought dismissal on the basis that it
had no viable infringement claimsagainst the defendant after the Supreme Court’ sdecisionin Merck

KgaA v. Integra Lifesciences |, Ltd., 545 U.S. 193 (2005).* Benitec, 495 F.3d at 1343. The

defendant objected to dismissal, arguing that jurisdiction still existed because it intended to expand
itstechnology to cover products that would be allegedly infringing. 1d. at 1348. Thedistrict court
dismissed the complaint without prejudice and the counterclaimsfor lack of jurisdiction. 1d. at 1343.
During the appeal, the plaintiff stipulated in its brief that it “covenants and promises not to sue
[defendant] for patent infringement arising from activitiesand/or products occurring on or beforethe

date dismissal was entered in this action[.]” 1d.

“In Merck, the Supreme Court gave an expansive reading to the pharmaceutical research
exception of 35 U.S.C. § 271(e), holding that 8 271(e)(1) “exempted from infringement all uses of
patented compounds ‘ reasonably related’ to the process of developing information for submission
under any federal law regulating the manufacture, use, or distribution of drugs.” 545 U.S. at 206.
Benitec, the patentee, argued that under the Merck decision it had no presently viable infringement
claim against the defendant. The parties agreed that under § 271(e)(1) and Merck, the defendant’s
activitiesrelated to the human medical application of RNA interference technology wasnot infringing
and could not become infringing until it filed a new drug application with the U.S. Food and Drug
Administration. See Benitec, 495 F.3d at 1346.
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Applying the Medimmune standard, the Federal Circuit upheld the dismissal of the
defendant’ scounterclaimsfor lack of subject matter jurisdiction, concluding therewasno “ substantial
controversy, between [the parties], of sufficient immediacy and reality to warrant the issuance of a
declaratory judgment.” Id. at 1349. Thedefendant’sactivitiesasrelated to the patent-in-suit did not
present a case or controversy of sufficient immediacy and reality to warrant declaratory judgment
jurisdiction where its activities were not currently infringing and would not become infringing until
it took additional action not planned for several yearsin the future. |d. at 1346.

The Federal Circuit concluded that Benitec’ srequest for dismissal and subsequent covenant
not to sue, made after Benitec determined that the Merck decision precluded an infringement claim,
negated any controversy between the parties concerning infringement by the defendant in its
development of human applications of RNAI technology. Id. at 1347-48. The Federa Circuit
distinguished the SanDisk case, inwhich it held that a statement by the patentee’ svice president that
it had no plan to sue SanDisk did not eliminate the justiciable controversy created by the patentee’s
actions, where the patentee had shown by other actionsthat it had awillingnessto enforce its patent

rights.> 1d. at 1347-48.

°In Sony Electronics, 497 F.3d 1271, the Federal Circuit explained why the patentee’s
statement in SanDisk, that it did not presently intend to sue the alleged infringer, did not preclude
declaratory judgment jurisdiction in light of the patentee’s actions:

In SanDisk, we held that adistrict court had jurisdiction over a suit requesting
adeclarationthat apatent wasinvalid and not infringed even though the patentee had
not threatened the declaratory judgment plaintiff with aninfringement suit. There, the
patentee--prior to thefiling of the complaint--presented the plaintiff with “a detailed
presentation which identified, on an element-by-element basis,” the manner in which
the patentee believed that the plaintiff’s products infringed specific claims of the
patentee’ s patents. 1d. at 1382. In addition, the patentee “liberally referred to [the
plaintiff's] present, ongoing infringement of [the] patents and the need for [the
plaintiff] to licensethose patents.” 1d. The patentee also presented the plaintiff with
“apacket of materials, over 300 pagesin length, containing, for each of [the] fourteen

11



The Federa Circuit aso concluded in Benitec that the defendant’ s claimed future plans to
engage in allegedly infringing activities which were not subject to § 271(e)(1) did not establish the
existence of declaratory judgment jurisdiction, as the defendant had not shown that its discussions
regarding expansioninto potentially infringing products* meet theimmediacy and reality requirement

of Medimmune.” Benitec, 495 F.3d at 1348-49. The defendant had submitted the declaration of its

president which stated that defendant wished to expand its efforts into animal husbandry and
veterinary technology, and had “entered into discussion” with an unspecified “supplier of breeding
stock” whichincluded ameeting and the execution of aconfidentiality agreement betweentheparties.
Thedeclaration stated that the defendant “ expectswork and researchinvolving RNAi technology will

commence shortly.” 1d. at 1349.

patents under discussion, acopy of the patent, reverse engineering reportsfor certain
of [the plaintiff’s] products, and diagrams showing adetailed infringement analysis of
[the plaintiff’s] products.” 1d. The plaintiff, on the other hand, disagreed with the
patentee’s analysis and maintained that it did not need alicense. We held that such
circumstances evinced an actual controversy within the meaning of the Declaratory
Judgment Act.

In so holding, we declined to hold that the patentee’ searlier statement that it
had “absolutely no plan whatsoever to sue”’ the plaintiff somehow eliminated the
controversy and thus prevented the plaintiff from maintaining adeclaratory judgment
suit. 1d. at 1382-83. We also declined to hold that the patentee’ s apparent continued
willingnessto engagein licensing discussions prevented the plaintiff frommaintaining
adeclaratory judgment suit. Id. at 1382 n.3 (“[A] party to licensing negotiations is
of course within itsrightsto terminate negotiations when it appears that they will be
unproductive.”). Instead, we recognized that “jurisdiction may be met where the
patentee takes a position that puts the declaratory judgment plaintiff in the position
of either pursuing arguably illegal behavior or abandoning that which he claimsaright
to do.” 1d. at 1381. Accordingly, we did not require the plaintiff to put itself at
further risk by continuing to engagein the allegedly infringing activity before seeking
adeclaration of itsrights.

Sony Electronics, 497 F.3d at 1284.
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Therewasno evidencein Benitecthat the defendant had made or sold any infringing products.
The Federal Circuit concluded that defendant’ s declaration did not indicate that its desire to expand
into animal markets had “yet produced any definite offer which the unnamed ‘ supplier of breeding
stock’ could accept.” 1d. at 1348. Thus, the defendant had not shown it was engaged in any “use”
of the patented invention that could subject it to a claim of infringement by the patent holder. Id.
The Federal Circuit concluded that mere discussions and execution of a confidentiality agreement
with an unnamed potential customer, and an expectation to begin work shortly, was insufficient to
meet the immediacy and reality requirement of Medlmmune necessary to support a justiciable
controversy. The Federal Circuit concluded that there was no controversy between the parties
concerning infringement by the defendant, and stated that “to allow such ascant showing to provoke
adeclaratory judgment suit would beto allow nearly anyone who so desired to challenge a patent.”
Id. at 1349.

Most recently, in Sony Electronics, 497 F.3d 1271, the Federal Circuit reversed the district

court’ sdismissal of declaratory judgment claims of invalidity in acase concerning “V-chip” parental-
rating control technology, concluding that an actual controversy did exist between the parties. In

contrast to the present case, there was no covenant to sue in Sony Electronics, so the Federal

Circuit’s focus was on the parties actions prior to the filing of the declaratory judgment claims.
Before Sony filed suit for declaratory relief, the parties had taken adverse positionsregarding

whether Sony’ s products infringed the patents.® Over an extended period of time, the patent holder

*The Sony Electronics opinion actually discussesthe dismissal of several separate declaratory
judgment actions that had been consolidated by the district court. The underlying facts were only
dightly different as to each declaratory judgment plaintiff, and are similar enough that discussion of
the Federal Circuit’s reasoning with respect to Sony accurately reflects the holding of the caseasa
whole.
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had submitted multiple demand letters to Sony, communicating its position that certain identified
Sony productsinfringed the patents, including “ detailed infringement analyses, which compared, on
alimitation-by-limitation basis, anumber of the claims of the. . . patentsto specific Sony products.”

Sony Electronics, 497 F.3d at 1285. The patent holder also alleged that its infringement analyses

applied to all other products sold by Sony with parental-rating control technology, and claimed
entitlement to over $30 million in royalties. In sum, the patent holder’s clear and firm position was
that its patents were valid and infringed by Sony, and that it was entitled to past and future royalties.
Id. Sony’s position was that the patents were invalid and unenforceable as a result of laches and
equitable estoppel. The parties had negotiated in person over the patent holder’ s claims but reached
no accord. At the time suit wasfiled, the patent holder had not threatened to sue Sony. Id.
TheFederal Circuit concluded that an actual controversy existed between Sony and the patent
holder which was “without a doubt, ‘definite and concrete, touching the legal relations of parties

having adverse legal interests.”” Sony Electronics, 497 F.3d at 1285 (quoting Aetna, 300 U.S. at

240-41). The court explained the factors which led to its conclusion:

Nothing about this dispute makes it unfit for judicial resolution. Sony does not
request “an opinion advising what the law would be upon a hypothetical state of
facts.” [Aetna, 300 U.S]] at 241. Indeed, [the patent holder] has explicitly identified
the patentsit believesthat Sony infringes, the relevant claimsof those patents, and the
relevant Sony products that it alleges infringe those patents. Sony has identified the
specific prior art referencesthat it believes render the asserted claimsinvalid. Inthe
words of the Supreme Court, the parties dispute“is manifestly susceptible of judicial
determination. It calls, not for an advisory opinion upon a hypothetical basis, but for
an adjudication of present right upon established facts.” 1d. at 242.

Sony Electronics, 497 F.3d at 1285. Summarizing its conclusion that declaratory judgment

jurisdiction existed, the Federal Circuit stated, “1n short, because [the patent holder] asserts that it

is owed royalties based on specific past and ongoing activities by Sony, and because Sony contends
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that it has a right to engage in those activities without a license, there is an actual controversy
between the parties within the meaning of the Declaratory Judgment Act.” Id.

B. Application of Medlmmune, Benitec, and Sony

l.

A covenant not to sue can till divest a trial court of subject matter jurisdiction over
declaratory judgment claimsunder the applicable M edlmmune standard. See Benitec, 495 F.3d 1340.
The Court must therefore determine whether, under the facts and circumstances of this case, the
covenant not to sue extinguishes any actual case or controversy between the parties.

Here, plaintiff has given acovenant not to sue defendantsfor infringement of the * 846 patent
“based on [defendants' ]| manufacture, importation, use, sale, and/or offer for sale, of products on or
before March 23, 2007.” SeePl.’sMot. Dismissat 3. Plaintiff also “unconditionally covenants not
to sue [defendants] for infringement of the[* 846 patent] based on [defendants'] future manufacture,

importation, use, sale, and/or offer for sale, of any and all products being offered for sale on

www.bamboopet.comvall_products/grooming/, [defendants' | website, as of March 23, 2007.” Id.
Plaintiff offers the same covenants with respect to its claimed trademark in the term * deshedding.”

Defendants contend the covenant not to sue isinadequate to divest the Court of jurisdiction
over its declaratory judgment counterclaims because the covenant is limited to products offered for
sale on defendants’ website as of March 23, 2007. Defendants contend that the covenant excludes
“a least one product” that plaintiff knows defendant has sold and intends to sell in the future,
specifically agrooming tool identified in aletter to plaintiff’ scounsel from defendants' outside patent
counsel. (Seel etter fromJohnL. Knobleto AlanH. Norman of Feb. 22, 2007, Ex. 2to Defs.” Mem.

Opp. Mot. Dismiss (the “Knoble letter”)). Attached to the Knoble letter are photographs showing
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the grooming tool referencedintheletter. Insupplemental briefing, defendantsstatethat a® similarly-
configured product” to that shown in the Knoble letter attachment is now being sold by Munchkin
on its website.

Plaintiff replies that the covenant not to sue does not exclude any products, and that the
product identified by defendantsis not at issuein this lawsuit. Plaintiff states that the covenant not
to sue releases defendants from liability for all infringements of the patent-in-suit occurring on or
before the date of the covenant, and does not exclude any products or infringing activities. Plaintiff
statesthat its complaint identifies and contains photographs only of the defendants' grooming tools
discussed at the preliminary injunction hearing (the “Munchkin tools’), and that defendants
counterclaimis similarly limited to the Munchkin tools. Finaly, plaintiff states that its covenant not
to sue addresses all prior sales by defendants prior to March 23, 2007, and therefore would include

any sales of the alleged new product referenced in the Knoble letter of February 22, 2007.’

"The out-of-focus photographs attached to the Knoble letter show a grooming tool which
does not resemble, in overall appearance and image, any of the grooming tools offered for sale on
defendants’ website as of March 2007. The grooming tool isdark, with no identifying markings. In
contrast, all the grooming tools shown on the defendants website are red and white, and most if not
al prominently display the name “Bamboo.” See Ex. A to Pl.’sMot. Dismiss. The black grooming
tool is not discussed in defendants declaratory judgment counterclaims, which are limited to the
Bamboo “Cat deshedding tool” and “Dog deshedding tool.” The dark grooming tool has a handle,
while the deshedding tools do not.

Defendants supplemental briefing showsagrooming tool called a®FurBuster™ Deshedding
Tool,” which isred and white and displays the Bamboo name. In addition to color differences, the
FurBuster™ product appearsto differ from the product referenced in the Knoble letter because the
FurBuster™ comes with three interchangeable blades of differing width. The FurBuster™ product
was not identified in the complaint or defendants counterclaim, and wasnot at issueduring theclaim
construction proceedings in this matter. The Court notes there is no item number shown for the
FurBuster™ tool in defendants’ exhibit. Defendants have not submitted any evidence, as opposed
to mererepresentationsintheir brief, to establish that this product isbeing sold, and if so, when sales

began.
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As aresult of the covenant not to sue, defendants have no potential liability under the ‘846
patent for their manufacture, importation, use, sale and/or offer for sale of all products on or before
March 23, 2007. Defendantsalso have no potential liability for their future manufacture, importation,
use, sale and/or offer for sale of all products shown on their website as of March 23, 2007. The
record before the Court on initial briefing shows that defendants claim to have sold at least one
product before February 2007 that was not shown on their website as of March 23, 2007, and intend
to sell something similar to that product in the future.

Based on defendants proposed amended declaratory judgment counterclaims, it appears
defendants contend they could be subject to claims of infringement concerning the product identified
in the Knoble letter under another patent owned by plaintiff which is not at issue in this case, U.S.
Patent No. 7,077,076 B2 (“the ‘076 patent”).® The Court takesjudicial noticethat plaintiff filed two
lawsuits in this district alleging infringement of both the ‘846 and ‘076 patents, but did not name
Bamboo or Munchkin, Inc. as defendants in either case.’

In the instant matter, unlike the SanDisk case on which defendantsrely, there is no evidence
plaintiff has made a demand to the defendants that identifies how any new product infringes specific
claims of any of plaintiff’s patents, much less the ‘846 patent, which is the only patent-in-suit. Cf.

SanDisk, 480 F.3d at 1382 (prior to the filing of the complaint, patent holder presented the

8See proposed Answer, Defenses and Amended Counterclaims of Defendants Bamboo and
Munchkin, Inc., Counts XI-XII, attached as an exhibit to defendants motion for leave to file
amended counterclaims.

9See Furminator v. Ontel Products Corp., No. 4:06-CV-1294 CAS(E.D. Mo.) (“ Furminator
11"), and Furminator v. KimLaube & Co, Inc., No. 4:06-CV-1314 RWS (E.D. Mo.) (“Kim Laube’).
The Furminator |1 case was settled and closed on June 29, 2007. Furminator |1, No. 4:06-CV-1294
CAS (Doc. 63). Plaintiff has filed a motion to voluntarily dismiss its claims and the defendant’s
counterclaimsin the Kim Laube case. The motion remains pending at thistime beforethe Honorable
Rodney W. Sippel. See Kim Laube, No. 4:06-CV-1314 RWS (Daocs. 53, 57).
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declaratory judgment plaintiff with “a detailled presentation which identified, on an
element-by-element basis,” the manner in which the patentee believed that the plaintiff’s products
infringed specific claims of the patentee’s patents). Nor is there any evidence that plaintiff has
asserted that defendantsare engaged in present, ongoing infringement of the * 846 or any other patent,
or demanded that defendants license the patents, as occurred in SanDisk. Cf. id. Most importantly,
unlike the present case, there was no covenant not to sue in SanDisk, but rather merely the ord
statement of the patentee’s vice president at a business meeting that it did not intend to sue at that
time. 1d. at 1382-83. Indeed, the Federal Circuit has distinguished the facts of SanDisk, onthe basis
that a mere oral statement of intent not to sue during negotiations was not of comparable probative
value to awritten covenant not to suefor infringement inthefuture. See Benitec, 495 F.3d at 1347-
48.

Theinstant caseisreadily distinguishable from Sony Electronics, in whichthe Federal Circuit

concluded that an actual case or controversy sufficient for purposes of declaratory judgment existed.

Unlike Sony Electronics, there is no evidence in this case that plaintiff has explicitly identified the

patentsit believes the defendants are infringing, the relevant claims of those patents, or the relevant

product that it allegesinfringes those patents. Cf. Sony Electronics, 497 F.3d at 1285. Nor isthere

evidence plaintiff has asserted that it is entitled to royalties under its patents based on specific past

and ongoing activities by defendantswithout alicense. 1d. at 1286. The only similarity between this

case and Sony Electronics is that the defendants in both cases asserted claims of patent invalidity
based on certainidentified prior art references. 1d. A claim of invalidity based on prior art, however,

cannot serve asabasisfor declaratory judgment jurisdiction, asit does not establish the existence of
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an actual controversy between the parties of sufficient immediacy and reality to warrant declaratory
relief.

Here, plaintiff has given defendants a covenant not to sue which is as broad as the covenant
that the Federal Circuit found sufficient to destroy any actual case or controversy for purposes of

declaratory judgment in Benitec. See Benitec, 495 F.3d at 1343 (patent holder covenanted “not to

sue[allegedinfringer] for patent infringement arising from activitiesand/or products occurring on or
before the date dismissal was entered in [the] action[.]”). Plaintiff’s covenant covers al of the
products manufactured, imported, used, sold, and/or offered for sale by defendants before March 23,
2007. Plaintiff hastherefore covenanted not to sue defendantsfor past or current infringement of the
‘846 patent or the“deshedding” mark by any of its productsoffered for sale prior to March 23, 2007.
This covenant not to sue weighs strongly against the finding of the existence of a “substantial
controversy, between parties have adverse legal interests, of sufficient immediacy and redlity to
warrant issuance of a declaratory judgment.” See Md. Cas., 312 U.S. at 273.

The Court concludesthat defendants' assertionsin theinitial briefing that they sold “at least
one” new product as shown in the Knoble letter, which may infringe a patent other than the ‘846
patent, does not present a substantial controversy of sufficient immediacy and reality to warrant
declaratory relief. The*846 patent isthe only patent-in-suit and the only productsat issueinthis case
are the Munchkin tools. Defendants may not expand the scope of this case to obtain an advisory
declaratory ruling with respect to a product based on a controversy involving another product. Cf.

Sierra Applied Sciences, Inc. v. Adv. Energy Indus., Inc., 363 F.3d 1361, 1374 (Fed. Cir. 2004)

(“Where, as here, a declaratory-judgment plaintiff attempts to ground jurisdiction on activities

involving distinct, technologically different products, the court must carefully calibrate itsanalysisto
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each of the products. To do otherwise would risk issuing an advisory opinion on one product--or
on amethod using that product--based on an actual controversy involving another product”).

Further, there is no actual controversy with respect to the new product as shown in the
Knoble letter because the covenant not to sue addresses all prior sales by defendantswhich occurred
before March 23, 2007. Because the Knoble letter is dated February 22, 2007 and refersto a sale
that has already occurred, the covenant not to sue releases defendantsfrom any potential liability for
that sale. Defendants do not contend in their supplemental briefing that the product shown in the
Knoble letter is being sold or that they have plans to sell that product.

Defendants assert for the first time in their supplemental briefing (Doc. 158) that plaintiff
would contend the FurBuster™ product infringes on the ‘846 patent-in-suit. As with the product
discussed in the Knoble letter, the FurBuster™ is a product distinctly different from the Munchkin
tools, ishot at issue in the pleadings of this case, and was not addressed during claim construction.
Defendants have not offered any evidence of documented claims of infringement or threats of
litigation by plaintiff concerning the FurBuster ™, or demandsfor licensing of the FurBuster™ under
the ' 846 patent. Defendants also have not offered any evidence that they have sold any FurBuster ™
products, before or after March 23, 2007. To the extent defendants sold any FurBuster™ products
prior to March 23, 2007, plaintiff has covenanted not to sue defendants for infringement based on
such sales.

The Court concludesthat defendants have not their burden to show that they are engaged in
any present activity that could subject them to a claim of infringement by plaintiff. Defendants have
also not shown that plaintiff has taken a position that puts them “in the position of either pursuing

arguably illegal behavior or abandoning” that which defendantsclaimaright to do. See SanDisk, 480
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F.3d at 1381. In other words, defendants have not shown that their new product establishes the
existence of a controversy that meets the immediacy and reality requirement of Medlmmune.

In arecent district court decision, Crossbow Technology, Inc. v. YH Technology, 2007 WL

2408879 (N.D. Cal. Aug. 21, 2007), the plaintiff moved to dismiss its infringement claims with
prejudiceand thealleged infringer’ sdeclaratory judgment claimswithout prejudice after the Supreme

Court’s decision in Microsoft Corp. v. AT & T Corp., U.S. _, 127 S. Ct. 1746 (2007).° The

plaintiff gave the alleged infringer a covenant not to sue for past or current infringement of the
relevant ‘622 patent by any of the alleged infringer’s products. The court rejected the alleged
infringer’ s contention that the covenant not to sue was meaningless because it failed to address all
of the products at issue in the case. 2007 WL 2408879, at *4. The Court concluded that although
the covenant not to sue was not as broad as the one given in Benitec, it was exhaustive of all
potentially infringing products on which the plaintiff could sue. 1d.

Thealleged infringer in Crossbow Technology also argued that because the patentee owned

a family of patents related to the patent-in-suit, an actual controversy continued to exist as the
plaintiff could still sue on the related patents even if the pending lawsuit was dismissed. The district
court rejected this argument because (1) the plaintiff had both dismissed its infringement claim and
covenanted not to sue, and (2) the alleged infringer had only filed adeclaratory judgment concerning
the *622 patent and not the related patents, and therefore the pending case only concerned the 622

patent. 2007 WL 2408879, at *5. The court concluded that despite the existence of related patents,

1°The Microsoft decision held that acompany isnot liable pursuant to 35 U.S.C. § 271(f) for
developing software in the United States and exporting it to a foreign country to be copied and
incorporated into an infringing product. 127 S. Ct. at 1753-54.
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the covenant not to sue was sufficient to remove any “actual controversy” fromthe case. 1d. Based
on the record before this Court, the same result is proper here.
In supplemental briefing, defendants raise the new argument that their counterclaims should

not be dismissed because the case has been “extensively litigated,” relying on Fort James Corp. v.

Solo Cup Co., 412 F.3d 1340, 1342 (Fed. Cir. 2005). The Fort James caseisreadily distinguishable
and does not compel jurisdiction here. In Fort James, the plaintiff’ s infringement claims on three
patents and the defendant’ s counterclaims of invalidity and noninfringement went to trial before a
jury. Thedefendant’ sunenforceability counterclaimwasbifurcated to betried by the court following
the jury trial. Fort James, 412 F.3d at 1344. The jury found that one of the patents-in-suit was
neither invalid nor infringed, and the plaintiff then promised not to sue the defendant on any of the
three patents for products the defendant currently or previously manufactured. Id. at 1345. The
defendant, however, wished to pursue its unenforceability counterclaim. 1d. The Federal Circuit
concluded in the “unique procedural posture” of the case that the plaintiff’s promise not to sue had
no effect on its claim for infringement, which had been resolved by the jury’ s verdict, and the jury’s
verdict did not moot the counterclaim of unenforceability or divest the court of jurisdiction to hear
it. 1d. at 1348.

In Benitec, the Federal Circuit distinguished Fort James and found that it did not compel
declaratory judgment jurisdiction over counterclaims of invalidity and unenforceability despite a
covenant not to sue, because “no trial of the infringement issue has taken place” and instead the
plaintiff requested the voluntary dismissal of its claims “before a trial and the considerable effort
connected therewith had taken place.” Benitec, 495 F.3d at 1347. Fort James is similarly

distinguishable from the instant case because no trial of the infringement issue has taken place here.
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The Court’s preliminary claim construction rulings are not comparable to a jury verdict of
noninfringement, as they do not conclusively establish that defendants would have prevailed on the
merits. Further, although the parties have certainly expended time and effort in this case, the Court
disagrees with the characterization that it has been “extensively litigated.” Therehas been no Rule
16 scheduling conference, and apart from the discovery permitted in connection with the claim
construction hearing (see Prehearing Order of January 27, 2006 [Doc. 26]), there hasbeen no general
discovery scheduleor trial date establishedinthiscase. The casewason file approximately six weeks
when the claim construction hearing was held on February 14, 2006, was stayed in April 2006
pending the interlocutory appeal, and remained stayed until February 2007. Plaintiff then sought
leave to dismissin March 2007.
.

Defendants also contend there is evidence of an actual controversy sufficient to justify
declaratory relief because David and Angela Porter, the named inventors of the ‘846 patent and
principals of Furminator, threatened Munchkin’s president with another patent infringement suit at
atrade show in February 2007. Defendants submitted the Declaration of Steven B. Dunn, which
states that he initiated a conversation with the Porters at the trade show, and Angela Porter stated
that plaintiff “has additional patents’ and “further verbally threatened Munchkin with a new patent
infringement suit under the additional ‘patents.’” (Dunn Decl., Ex. 3 to Defs’ Mem. Opp. Mot.
Dismiss). In response, plaintiff submitted the separate declarations of David and Angela Porter,
which state in pertinent part, “At no time during our conversation with Mr. Dunn with any
FURminator employee or officer (including my wife[/husband] and I) threaten Mr. Dunn with suit.”

(Porter Decls., Exs. 1 and 2 (Doc. 149)).
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The Court finds that the alleged threat of suit by the Porters does not create an actual case
or controversy. As discussed above, there is no allegation that the Porters (1) made any specific
assertions that defendants new product infringes the claims of any of their patents, (2) made a
demand for defendants to license the new product, or (3) attempted to enter into negotiations with
the defendantsconcerning either claimsof infringement or demandsfor licensing for the new product.

To the extent the Court assumes for purposes of this opinion that the Porters did threaten
Munchkin's president with further litigation in February 2007, such athreat would appear hollow in
light of the fact that plaintiff sued other parties, but not these defendants, on claims of infringement
of both the ‘846 and ‘076 patents, and has now either settled or sought to dismiss the other suits.
More importantly, after the date of the alleged threat, plaintiff gave defendants the covenant not to
sue, which unequivocally establishesthat plaintiff will not pursue claimsfor infringement of the ‘846
patent based on defendants’ activities prior to March 23, 2007, and based on defendants’ products
offered for sale on their website as of that date. As did the Federal Circuit in SanDisk, the Court
gives more weight to action than words: the fact that plaintiff has given defendants a covenant not
to sue outweighs the non-specific, and disputed, allegations of an oral threat to sue.

The Court therefore concludes that the alleged threat by the Porters in February 2007 of
unspecified future litigation does not establish the existence of a substantial controversy betweenthe
parties, of sufficient immediacy and reality to warrant the issuance of a declaratory judgment.

Asaresult of theforegoing, the Court concludesthat plaintiff’s covenant not to sue destroys
thisCourt’ ssubject matter jurisdiction over defendants' declaratory judgment counterclaimsbecause

it eliminatesthe case or controversy raised in those counterclaims, and the same should therefore be
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dismissed without prejudice. Consequently, defendants motion for summary judgment on their
declaratory judgment counterclaim of invalidity should be denied as moot.

C. Plaintiff’'sMotion to Voluntarily Dismissits Claims Under Rule 41(a)(2)

Although the Court has determined that the covenant not to sue deprivesit of subject matter
jurisdiction over defendants’ declaratory judgment counterclaims, the covenant does not deprive the
Court of jurisdiction to determine the disposition of plaintiff’ s patent infringement clamsunder Rule

41(8)(2). See Highway Equip. Co., Inc. v. FECO, Ltd., 469 F.3d 1027, 1033 n.1 (Fed. Cir. 2006).

Because the propriety of dismissal under Rule 41(a)(2) is aprocedural matter not specific to patent
law, the Court appliesthe law of the Eighth Circuit to determine thisissue. See Madey, 307 F.3d at

1358; see also Highway Equip., 469 F.3d at 1034 (discussing the application of Eighth Circuit law

to discretionary dismissal of patent claims under Rule 41(a)(2) following a covenant not to sue).
A motionto dismissan action under Rule 41(a)(2) is addressed to the sound discretion of the

district court. Herring v. City of Whitehall, 804 F.2d 464, 466 (8th Cir. 1986). In reviewing a

motion to dismiss under Rule 41(a)(2), a court should evaluate “factors such as the reasons for
seeking the dismissal, whether the result would be a waste of judicial time and effort, and whether
the dismissal will prejudice the defendants. A party may not dismiss simply to avoid an adverse

decision or seek a more favorable forum.” Cahalan v. Rohan, 423 F.3d 815, 818 (8th Cir. 2005)

(citing Hammv. Rhone-Poulenc Rorer Pharm., Inc., 187 F.3d 941, 950 (8th Cir. 1999). A court may

also consider whether the motion to dismiss is presented late in the proceedings. See Williams v.

Ford Motor Credit Co., 627 F.2d 158, 160 (8th Cir. 1980). Further, “While a pending motion for

summary judgment isafactor the court may take into account when considering whether to grant a

motion for voluntary dismissal, it is not by itself dispositive.” Metropolitan Fed. Bank of lowa,
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F.S.B.v.W.R. Grace& Co., 999 F.2d 1257, 1262 (8th Cir. 1993). “Voluntary dismissal under Rule

41(a)(2) should not be granted if aparty will be prejudiced by thedismissal.” 1d. A court may attach
“such termsand conditions’ to the granting of amotion for voluntary dismissal asit “deems proper.”
See Rule 41(9)(2).

Plaintiff statesthat it gave the covenant not to sue and seeksto dismissits case for pragmatic
reasons, based on the Court’ s preliminary injunction rulings which held that plaintiff did not establish
alikelihood of successon the merits and wasnot likely to establish that defendantsinfringed the ‘846
patent or plaintiff’s claimed “ deshedding” trademark in connection with their sales of the dog and cat
grooming toolsreferred to thecomplaint. Plaintiff statesthat althoughthe Court’ sclaim construction
rulingswere preliminary, itsfindingswerecritical in plaintiff’ sdecisionto dismissthe action, and once
it reached that decision, it decided to dismissits claims promptly to conserve the resources of both
the Court and the parties.

Plaintiff asserts that the proposed dismissal is hot a waste of judicial resources and will not
prejudice the defendants, but rather “greatly smplifies this matter.” Mot. Dismiss at 2. Plaintiff
states that the Court will not be required to conduct a Markman hearing or resolve defendants
pending motion for summary judgment, thus conserving judicial resources. Plaintiff statesthat asa
result of the dismissal and its covenant not to sue, defendants cannot bein fear that plaintiff will refile
this action at alater date, and therefore will suffer no legal prejudice.

Defendants oppose the voluntary dismissal. Defendants challenge plaintiff’s reasons for
seeking the dismissal, and assert that adismissal would waste defendants’ and the Court’ sresources,
and would prejudice the defendants. Defendants contend that “the only possible motivating factor”

in plaintiff’ sdecision to dismissits actionis“to avoid invalidation of its ‘846 patent.” (Defs.” Mem.
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Opp. Mot. Dismissat 7). Defendants contend that the Court’ sfindingsin connection with the denial
of plaintiff’s motion for preliminary injunction show that the limitations of the claims in the ‘846
patent were present in the prior art and the claimed method was well known by pet groomersin the
United States for years before the patent application was filed, but plaintiff knew of and failed to
disclose the prior art to the Patent Office. (1d. at 7).

Defendants contend that granting the motion to dismiss its declaratory judgment
counterclaims would waste judicial time and the parties' resources, because as aresult of plaintiff's
persistence “in going forward with this baseless action in the face of overwhelming evidence of non-
infringement . . . [defendants] had no choice but to move for summary judgment of invalidity.”
(Defs” Mem. Opp. Mot. Dismiss at 8). Defendants also contend that the Court will be required to
address patent validity issues in connection with its non-declaratory judgment counterclaims, over
which it will retain jurisdiction.™

Finally, defendantsassert that if the Court wereto grant plaintiff’ smotionto dismiss, it should

exercise its discretion under Rule 41(a)(2) to condition the dismissal on the payment by plaintiff of

"Defendants contention that they would be prejudiced if their declaratory judgment
counterclaims are dismissed because they will “lose the benefit and protection” they would have
gained “by invalidating the ‘846 patent and the purported trademark,” Mem. Opp. Mot. Dismiss at
9, ismoot in light of the Court’s conclusion that the covenant not to sue eliminated subject matter
jurisdiction over the declaratory judgment counterclaims.

Defendants also assert that the plain language of Rule 41(a)(2) precludes plaintiff’s motion
to dismiss because such a dismissal would violate the Rule’ s prohibition against dismissing an action
over adefendant’ sobjection where a counterclaim had previously beenfiled, unlessthe counterclaim
could remain pending for independent adjudication. This assertion is unpersuasive because
defendants’ counterclaims are being dismissed for lack of subject matter jurisdiction based on the
covenant not to sue, not as aresult of plaintiff’s motion to voluntarily dismiss under Rule 41(a)(2).
See Merck & Co., Inc. v. Watson Labs, Inc., No. C.A. 05-658, 2006 WL 1537375, a *3 (D. Del.
June 2, 2006) (“Article 11 of the United States Congtitution . . . trumps the Federal Rules of Civil
Procedure.”).
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defendants reasonable attorneys fees. Otherwise, defendants state, plaintiff will be rewarded for
abusing the litigation process by “filing baseless lawsuits against competitors for the purpose of
gaining an unfair competitive advantage[.]” (Defs.” Mem. Opp. Mot. Dismiss at 11).

The Court’s examination of the relevant factors leads it to conclude, in the exercise of its
discretion, that plaintiff’ smotion to voluntarily dismissitsclaimswithout prejudice should begranted.
Plaintiff’s stated reason for seeking the dismissal, that the Court’s preliminary claim construction
ruling undercut its case and led it to re-evaluate this litigation in pragmatic terms, is a valid reason
for dismissal. It makeseconomic sensefor aparty to seek settlement or dismissal of itsinfringement
claims after a preliminary court ruling which indicates the claims are unlikely to succeed, and such
action serves to minimize the resources expended by the Court and the parties by avoiding likely
motion practice and trial. See, e.q., Benitec, 495 F.3d 1340 (district court properly dismissed
plaintiff’ sinfringement claimsand the allegedinfringer’ sdeclaratory judgment counterclaimswithout

prejudice after the plaintiff concluded it had no viable infringement claims against the defendant after

the Supreme Court’sdecision in Merck, 545 U.S. 193); Crossbow Technology, 2007 WL 2408879
(district court granted plaintiff’s motion to dismiss its infringement claims with prejudice and the
allegedinfringer’ sdeclaratory judgment claimswithout prejudice after the Supreme Court’ sdecision

in Microsoft, 127 S. Ct. 1746). Although the plaintiffsin Benitec and Crossbow sought to dismiss

their claimsasaresult of Supreme Court rulingsin other casesrather than rulingsin their own cases,
the reasoning is the same. In this case, plaintiff sought and received an early ruling with respect to
claim construction. When plaintiff received a preliminary ruling that was unfavorable and failed to
obtain reversal on appedl, it promptly reevaluated the litigation and concluded it was no longer inits

interests to continue to prosecute it.
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The Court also concludes that dismissal would not result in the waste of judicial time and
effort. The Court has expended certain resources on this case to date, and presumably will continue
to do so with respect to defendants’ non-declaratory judgment counterclaims. The Court does not,
however, foresee that a full analysis of the issues of patent invalidity and unenforceability will be
necessary to resolve the remaining state law tort-based counterclaims. The Court will therefore
conservesignificant resourceswhich it would have expended on a M arkman hearing, motion practice
and trial of plaintiff’s claims and defendants declaratory judgment counterclaims.

The Court rejectsdefendants’ assertion that the preliminary claim construction rulings* show
that the limitations of the claims of the ‘846 patent were present in the prior art” and that the
inventors“had knowledge of and failed to disclose material prior art.” (Mem. Opp. Mot. Dismissat
7). Defendants assertion reads too much into the preliminary rulings with respect to prior art. The
Court’ s factual findings merely acknowledged the evidence presented at the hearing concerning the
existence and prior use of stripping knives and electric clipper blades wrapped with a tape handgrip
for pet grooming. The Court did not find that (1) the limitations of the claimsin the ‘846 patent were
present in the prior art, or (2) the plaintiff knew of and failed to disclose the prior art to the Patent
Office. Defendants acknowledge but fail to afford adequate weight to the Court’ s express statement
that it would not address defendants arguments concerning the alleged invalidity or unenforceability

of the ‘846 patent on the preliminary injunction motion. See Furminator, Inc. v. Ontel Prods. Corp.,

429 F.Supp.2d 1153, 1175 (E.D. Mo. 2006). Further, defendants’ assertion that invalidation of the
‘846 patent is “inevitable” is not justified at this point.
Although a court should consider the existence of a motion for summary judgment when

considering a voluntary dismissal under Rule 41(a)(2), such amotion “is not by itself dispositive.”
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Metropolitan Fed. Bank, 999 F.2d at 1262; see Super Sack, 57 F.3d at 1055-56 (approving grant of

motion to voluntarily dismiss case where summary judgment motion had beenfiled). Inthiscase, the
summary judgment motion is moot, because the Court no longer has jurisdiction over defendants
declaratory judgment counterclaim of invalidity.*

The Court has considered but disagrees with defendants contention that the voluntary
dismissal was requested too late in the proceedings. As stated above, the case was on file
approximately six weekswhenthe preliminary injunction hearing was held on February 14, 2006, was
stayed in April 2006 pending the interlocutory appeal, and remained stayed until February 2007.
Plaintiff then sought leave to dismissin March 2007. There has been no discovery schedule, no full
briefing of any dispositive motions, and no trial. Plaintiff has acted promptly to seek an end to this
litigation.

The Court concludes that defendants will not suffer legal prejudice if plaintiff’s claims are
dismissed without prejudice because they have the benefit of the covenant not to sue, and can assert
their non-declaratory judgment counterclaimsto seek their claimed damagesresulting fromplaintiff’s
conduct in pursuing this action. Although defendants urge the Court to follow Super Sack to the

extent the plaintiff’ s claims therein were dismissed with prejudice, defendants have not cited and the

2Even if defendants motion for summary judgment of invalidity was not moot, it would not
be ready for ruling until significant further discovery had occurred. Defendantsfiled their motion for
summary judgment less than ten days after the Federal Circuit issued its mandate and before this
Court scheduled aRule 16 conference, at whichadiscovery schedule and other deadlineswould have
been established. 1nthe Joint Proposed Scheduling Plan (*JSP") (Doc. 139) filed in responseto the
Order Setting Rule 16 Scheduling Conference, the parties disagreed about how defendants’ motion
for summary judgment should affect on the further progress of the case, with plaintiff contending the
motion was premature and defendants asserting that discovery should be stayed until the motion was
decided. (SeeJSP at 1-2). The Court granted plaintiff’ s subsequent motion for an extension of time
to respond to the summary judgment motion, and stated that no responsewasrequired until the Court
ruled on the instant motion to dismiss. (See Docket Text Order of Mar. 26, 2007).
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Court has not found any authority which mandatesthat patent infringement claims be dismissed with
prejudice where the patent holder has given a covenant not to sue. Finaly, the Court concludes that
defendants’ inability to pursue aclaimfor attorney’ sfeesunder the patent statuteand the Lanham Act
following dismissal without prejudice does not constitute legal prejudice under the circumstances
present in this case.

The Court finds that plaintiff has presented a proper explanation for its motion to dismiss;
although defendantshave beenrequired to expend considerable effort and expenseinthismatter, they
have not been required to prepare for tria; plaintiff did not exhibit delay or lack of diligence either
in prosecuting this action or in attempting to dismiss it; and although defendants filed a motion for
summary judgment of invalidity, the Court finds that the motion is moot and was filed prematurely,

and defendants’ effort expended on it could have been avoided. See Paulucci v. City of Duluth, 826

F.2d 780, 783 (8th Cir. 1987) (discussing factors to be considered in deciding a Rule 41(a)(2)
motion).

The Court declines to require plaintiff to pay defendants attorneys fees and costs as a
condition of dismissal without prejudice. The covenant not to sue precludes the possibility of
relitigation of this matter, and therefore an award of fees and costs, which is designed to protect
defendants from the expense of defending an action again, is not required. Finally, to the extent it
isrelevant, the Court believesthat plaintiff both commenced and conducted this action in good faith.
The Court will, however, condition the dismissal on plaintiff’s payment of defendants reasonable
attorneys fees and costs of this action in the event plaintiff files suit in this Court again claiming
infringement by Bamboo and/or Munchkin of the ‘846 patent for the products identified in the

covenant not to sue.
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For these reasons, plaintiff’s motion to voluntarily dismissal of its claims without prejudice
pursuant to Rule 41(a)(2) will be granted.

D. Defendants Motion for Leave to File an Amended Counterclaim

Defendants have filed a motion for leave to file amended counterclaims to add Counts XI
through X11, which seek adeclaration of noninfringement, invalidity and unenforceability of the‘ 076
patent, “based on threats of infringement suits made by [ plaintiff’s] principals against Munchkin after
theinstitution of thislawsuit.” Defs.” Mot. for Oral Argument at 2, 4. Plaintiff opposesthe motion.

Whether a party should be permitted to amend its counterclaims is a procedural matter that
is not specific to patent law, and the Court applies the law of the Eighth Circuit to determine this
issue. SeeMadey, 307 F.3d at 1. Althoughleaveto amendisto befreely granted under Federal Rule
of Civil Procedure 15(a), the Court has discretion whether or not to grant leave to amend. Zenith

Radio Corp. v. Hazeltine Research, Inc., 401 U.S. 321, 330-32 (1971). Factors to consider in

determining whether leave to amend should be granted include but are not limited to (1) whether the
motion was filed in bad faith or with dilatory motive; (2) whether the motion was filed with undue
delay; (3) whether leave to amend would be unduly prejudicial to the opposing parties;, and (4)

whether the proposed amendment would be futile. See Williams v. Little Rock Municipal Water

Works, 21 F.3d 218, 224 (8th Cir. 1994).

In support of the motion for leave to amend, defendants assert that since the commencement
of this action, plaintiff has threatened to enforce the ‘076 patent against them. As discussed supra,
defendants contend they informed plaintiff that they sold at least one product as disclosed in the
Knobleletter of February 21, 2007, and intend to sell such productsin the future, and that David and

Angela Porter threatened Munchkin's president with suit under “additional patents’ at atrade show
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in February 2007. Defendants contend that asaresult, they are“apprehensive [they] will imminently
be sued under the ‘076 patent.” Mot. for Leave to Amend at 2, 8. Defendants contend that the
Porters' threats coupled with the prior lawsuit against defendants creates a justiciable controversy
sufficient to support declaratory judgment jurisdiction under 28 U.S.C. § 2202, citing San Disk, 480
F.3d 1372.

Plaintiff opposesleaveto amend on the basisthat no declaratory judgment jurisdiction exists
with respect to the ‘076 patent. Plaintiff asserts that defendants attempt to add the ‘076 patent to
this suit is futile and nothing more than an attempt to gain an advisory opinion concerning the ‘076
patent. Plaintiff arguesthat the Court lacks subject matter jurisdiction over the proposed declaratory
judgment counterclaims because there are no patents currently in controversy as a result of the
covenant not to sue, and thereisno actual controversy betweenthe partiesregarding the‘ 076 patent.
Plaintiff arguesthat the facts of this matter are readily distinguishable from those of SanDisk, and do
not give rise to declaratory judgment jurisdiction.

Defendants reply that the evidence they have presented clearly demonstrates that leave to
amend should be granted because their claimsrelated to the ‘076 patent present an actual justiciable
controversy betweenthe partieswith a history of litigation between them, under the Federal Circuit’s

SanDisk and Teva decisions, and Crutchfield New Media, LLC v. Charles E. Hill & Assocs., Inc.,

No. 1:06-CV-837, 2007 WL 1320750 (S.D. Ind. May 4, 2007).

The Court finds that defendants motion for leave to file amended declaratory judgment
counterclaims should be denied asfutile. The proposed amended counterclaims seek to inject both
anew patent and new product into thisaction, and the Court concludesthey do not present an actual

case or controversy of sufficient immediacy to warrant declaratory relief. Inthe motion for leaveto
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amend and proposed counterclaims, defendants claim to have sold “at least one” product that was
not shown on their website as of March 23, 2007, referring to the product discussed in the Knoble
letter, and claim they intend to sell similarly-configured productsin thefuture. For the same reasons
discussed above in connection with plaintiff’s motion to dismiss the origina declaratory judgment
counterclaims, the new product and alleged threat by the Porters do not suffice to present a
substantial controversy of sufficient immediacy and reality to warrant declaratory relief. Also as
discussed above, defendants do not contend that plaintiff has (1) made any specific assertions that
defendants’ new product infringesthe claims of the ‘076 patent, (2) made a demand for defendants
to licensethenew product, or (3) attempted to enter into negotiationswith the defendants concerning
either claimsof infringement of the ‘076 patent or demandsfor licensing for the new product. Thus,
plaintiff has not engaged in actions that put defendants in the position of having to either pursue
arguably illegal behavior or abandon activities in which they have the right to engage.

The SanDisk case on which defendantsrely isdistinguishablefromthiscase. Asstated above,
thereis no evidence plaintiff has made a claim to the defendants that identifies how the new product
infringes specific claims of the ‘076 patent. Cf. SanDisk, 480 F.3d at 1382 (prior to thefiling of the
complaint, patent holder presented the declaratory judgment plaintiff with “a detailed presentation
whichidentified, on an element-by-element basis,” the manner in which the patentee believed that the
plaintiff’ s productsinfringed specific claims of the patentee’ spatents). Thereisno evidence plaintiff
has asserted that the defendants are engaged in present, ongoing infringement of the ‘076 patent, or
demanded that defendantslicensethe patent, asoccurred in SanDisk. Cf. id. Suchfactswere critical
to the decision in that an actual case or controversy existed in SanDisk. Because similar facts are

missing from this case, SanDisk does not support the defendants’ position.



The Crutchfield decision cited by defendants is also distinguishable from this case. In
Crutchfield, the patent holder, Hill, sent a three-page certified letter to Crutchfield providing
Crutchfield with information about the content of Hill’ s patents, their file histories, selected pleadings
inlawsuits Hill had filed in two federal district courts, asummary of Hill’ slicensees and covenantees
under the patents in suit, and a summary of the extent to which Hill had litigated its right to the
exclusive use of the patented technology. Intheletter, Hill invited Crutchfield to take alicense under
the patents in suit and invited a response within a set period of time. 2007 WL 1320750, at *1.
Crutchfield’ s attorney was aware of a public statement Hill had made regarding its intent to pursue
further litigation against any business that sold through the Internet, and knew from personal
experience that Hill had a pattern of filing suit in the Eastern District of Texas against companies
without warning. Id.

Crutchfield filed a declaratory judgment action against Hill, seeking declarations of
noninfringement of Hill’ spatents. Hill moved to dismissfor lack of subject matter jurisdiction. Based
on the facts as described above, the district court found that an actual controversy of sufficient
immediacy and reality existed over the declaratory judgment action under the M edlmmune standard.
The district court stated:

The content of the May 2006, letter, including the clear articulation of Hill’s

willingness to litigate against potential infringers of the patents in suit, its offer of a

license to Crutchfield under its patents, and its request for a response by a date

certain, indicateto any reasonablereader that asubstantial controversy existsbetween

parties with adverse legal interests and it is of sufficient immediacy and redlity to

warrant the issuance of a declaratory judgment. Furthermore, Crutchfield’ s counsel

had first-hand knowledge of Hill’s patent enforcement tactics and self-proclaimed

goals. Coupled with the letter, Crutchfield was faced with a decision to agree to a

license or seek a declaration that it does not infringe or that the patents in suit were
invalid.
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2007 WL 1320750, a *2. The evidence offered by defendants in support of their proposed
counterclaimswith respect to the ‘076 patent isnot comparable to the specific demands made by the
patent holder in the Crutchfield case. Therefore, Crutchfield does not offer persuasive support for
defendants position.

The Teva case defendants cite is aso distinguishable, in particular because it concerned
pharmaceutical patents that were governed by a different statute which encourages the prompt
resolution of patent disputes. 482 F.3d 1330. In Teva, the plaintiff filed an Abbreviated New Drug
Application (*“ANDA”) with the FDA for the generic form of a drug on which the defendant,
Novartis, held five patents. As part of the ANDA, Teva certified that its drug did not infringe any
of the Novartis patents or that the patents were invalid, which is known as a “paragraph IV
certification.” Paragraph IV certifications, alone, constitute technical patent infringement under 35
U.S.C. §271(e). Under the applicable statute, Novartis had 45 daysto sue on its patentsin order to
invoke astatutorily-mandated thirty-month stay to delay immediate FDA approval of Teva' SANDA.
Id. at 1335. Novartisfiled an infringement suit against Teva on its composition patent, but not its
four method patents. Tevathen brought a separate declaratory judgment suit in adifferent court on
the four Novartis method patents under 21 U.S.C. 8 355())(5)(C) and 35 U.S.C. § 271(e)(1) to

establish “patent certainty.”*®

Title 21 U.S.C. § 355(j)(5)(C) is a 2003 amendment to the ANDA statute
entitled “civil actionto obtain patent certainty.” Under thisprovision, if the patentee
or NDA [New Drug Application] holder does not bring an infringement suit within
45 days after receiving notice of a paragraph IV certification, the ANDA applicant
may bring a civil action for a declaratory judgment that the patent at issue isinvalid
or will not be infringed by the drug for which the ANDA was submitted. Id. Title35
U.S.C. § 271(e)(5) is a 2003 amendment to the patent statute that works in
conjunction with the 2003 amendment to the ANDA statute to provide that in acivil
action to obtain patent certainty, federal courts “shall, to the extent consistent with
the Constitution, have subject matter jurisdiction in any action brought . . . under
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Applying the Medlmmune standard, the Federal Circuit concluded that anArticlelll caseand
controversy existed between the parties because, although Novartis had only sued Teva under one
of its patents, that suit placed Teva' SANDA into actual dispute. Teva, 482 F.3d at 1340. The court
concluded that while Teva's declaratory judgment action and Novartis infringement action were
different cases, they arose from the same controversy that was created when Novartis listed its
patentswith the FDA, Teva submitted its ANDA certifying all five patents under paragraph 1V, and
Novartis sued Teva challenging the submission of Teva s ANDA. Id. at 1341.

Novartis had the immediate right to bring suit on the other four patents, at any time up until
they expired. Thus, the Federal Circuit found that Tevaremained under thethreat of an infringement
suit because the statute did not preclude Novartis from pursuing additional infringement suits. 1d.
The court also noted that Novartis decision to sue only on one patent, the one with the earliest
expiration date, wasastrategic choice which prevented Teva sgeneric drug fromentering the market
until the expiration of thelast patent, and was * directly contrary to the purpose of the 30-month stay”
established by the statute. Teva, 482 F.3d at 1340, n.5 & 1343. The court concluded that in light
of Novartis pending infringement suit, the threat of litigation on the additional Novartis patents was
apresent injury creating a justiciable controversy. 1d.

In this case, the defendants do not rely on a statute like the one at issue in Teva, which was
designed to facilitate the prompt resolution of patent disputes over pharmaceuticals in order to
encourage competitorsto bring generic drugsto the market assoon aspossible. Seeid. at 1344. As

a result of this key distinction, Teva is not persuasive authority on the existence of a case or

§ 2201 of title 28 for a declaratory judgment that such patent is invalid or not
infringed.”

Teva, 482 F.3d at 1335.
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controversy here. In addition, the party seeking dismissal of the declaratory judgment in Teva was
the plaintiff in an ongoing patent infringement action against Teva and refused to give it a covenant
not to sue. Here, plaintiff has given defendants a covenant not to sue on the ‘846 patent and, as
discussed above, there is insufficient evidence of an actual case or controversy concerning the ‘076
patent.

Based on the foregoing, the Court concludes that defendants motion for leave to file their
proposed amended declaratory judgment counterclaimsonthe ‘076 patent should be denied asfutile,
asthe proposed counterclaims do not present an actual case or controversy of sufficient immediacy
or reality to warrant declaratory relief under the M edlmmune standard.

Conclusion.

For the foregoing reasons, the Court concludesthat plaintiff’s covenant not to sue destroys
thisCourt’ ssubject matter jurisdiction over defendants’ declaratory judgment counterclaimsbecause
it eliminatesthe case or controversy raised in those counterclaims, and the same should therefore be
dismissed without prejudice. As aresult, defendants motion for summary judgment of invalidity
should be denied asmoot. The Court also concludes, in the exercise of itsdiscretion, that plaintiff's
motion to voluntarily dismiss all of its claims without prejudice should be granted. Defendants
motion for leave to amend their counterclaims should be denied as futile because the proposed
declaratory judgment counterclaims do not present an actual case or controversy of sufficient
immediacy or reality to warrant declaratory relief. Defendants motions for oral argument will be
denied. Defendants non-declaratory judgment counterclaims remain pending. The Court will set

this matter for Rule 16 scheduling conference on the remaining claims by separate order.
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Accordingly,

IT ISHEREBY ORDERED that plaintiff’smotion for leaveto voluntarily dismissitsclaims
without prejudice and to dismissthe declaratory judgment counterclaims of defendants Bamboo and
Munchkin, Inc. for lack of subject matter jurisdiction isGRANTED. [Doc. 142]

IT ISFURTHER ORDERED that defendants Bamboo and Munchkin, Inc.’s motion for
summary judgment of invalidity is DENIED as moot. [Doc. 132]

IT ISFURTHER ORDERED that defendants Bamboo and Munchkin, Inc.’s motion for
leave to file amended counterclaimsisDENIED. [Doc. 151]

IT ISFURTHER ORDERED that defendants Bamboo and Munchkin, Inc.’s motions for
ora argument on all pending motions are DENIED. [Doc. 150, 160]

ITISFURTHER ORDERED that if plaintiff filesanew actionin this Court claiming patent
and/or trademark infringement by Bamboo and/or Munchkin, Inc. of the 846 patent or the term
“deshedding” in connection with the productsidentified in the covenant not to sue, plaintiff shall pay
defendants’ reasonable attorneys fees and costs incurred in defending this action.

An appropriate order of partial dismissal will accompany this memorandum and order.

CHARLESA. SHAW
UNITED STATESDISTRICT JUDGE

Dated this _18th day of October, 2007.
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